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Mr. Frear, from the Committee on Banking and Currency, submitted 
the following 
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maintained in the same way that the dual system of banking must be 
guarded, with fairness to both Federal and State-chartered institutions. 

Savings and loan associations have well served the purpose intended 
when Congress in 1933 authorized the establishment of such institu- 
tions with a Federal charter.’ This purpose was the financing of 
homes and the encouragement of thrift by saving. The importance 
of savings and loan associations, both Federal and State, to the 
Nation’s economy is very great indeed. They are an important 
factor in holding down inflation through encouragement of individual 
thrift. They have been one of the greatest single sources of funds for 
financing veterans’ housing. All types of savings and loan associa- 
tions, numbering 5,980 at the end of 1951, hold assets of nearly 
$20 billion. Since Federal savings and loan associations were first 
authorized in 1933, they have made loans aggregating $17% billion 
to finance the homes throughout the United States. The present 
desirability or necessity for branches is enhanced by the trend toward 
suburban shopping centers. Experience has shown that convenience 
of facilities increases savings. 

This bill approved by your committee would restrict the future 
establishment of branches by Federal savings and loan associations 
except “in conformity with the law or practice in the State in which 
such Federal association is situated with respect to the establishment 
of branches of State chartered savings and loan associations and 
mutual savings banks.”’ S. 2517 which was considered by the com- 
mittee, while it is a similar bill to the one approved by the committee, 
is more restrictive in that it would have provided branch parity only 
with State chartered savings and loan-associations and not with mutual 
savings banks. The more liberal bill was chosen by vour committee 
as it seemed more equitable to the savings and loan associations. 

The bill your committee is recommending permits existing branches 

f Federal savings and loan associations, which had heretofore been 
poe ier to be continued in operation even though such branches 
do not meet the conditions imposed on the establishment of new 
branches under the third paragraph of the bill. The other bill 
considered by your committee by including the word “lawful’’ before 
the word “operation” would have raised some doubt as to the legality 
of the continued operation of some existing branches. This more 
restrictive bill was rejected by your committee. The purpose of the 
recommended bill is to clarify the situation with respect to branches 
already established, and to provide standards for the future establish- 
ment of branches. There are at present 1,500 Federal savings and 
loan associations, 96 of which have branches with the total number of 
branches being 127. Since there are relatively a small number of 
branches in existence at present, and in order to prevent unnecessary 
litigation it was felt that all branches existing at the time of enactment 
of this act should be given statutory approval. 


SECTIONAL ANALYSIS 


The first paragraph of the bill permits existing branches of Federal 
savings and loan associations which had heretofore been established, 
to be continued in operation, even though such branches do not meet 
the conditions imposed on the establishment of new branches under 
the third paragraph of the bill. 
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The second paragraph permits the retention of lawfully established 
branches upon a conversion or consolidation of a State savings and 
loan association into or with a Federal savings and loan association 
or upon a consolidation of two or more Federal savings and loan 
associations if such branches were in lawful operation on the date of 
such conversion or consolidation. 

The third paragraph permits the establishment of new branches by 
Federal savings and loan associations, subject to approval of the 
Home Loan Bank Board, in conformity with the law or practice in 
the State in which such Federal association is situated with re spect to 
the establishment of branches of State chartered savings and loan 
associations. The Home Loan Bank Board would be required in 
approving or disapproving the establishment of a branch to give 
consideration to the same factors it is required to consider in approving 
or disapproving the chartering of new associations. The establishment 
of branches across State is expressly prohibited. ‘This bill is modeled 
on the McFadden Act passed in 1927 in which the Comptroller of the 
Currency was for the first time permitted to grant national banks 
authority to establish branches, but subject to the limitations imposed 
by State law for State banks. During the 25-year period since the 
passage of the McFadden Act, National and State banks have existed 
side by side and the dual system of banking thus provided and pro- 
tected is considered a most desirable and necessary part of our economic 
life. The provisions of this bill should provide a like result in the case 
of mutual thrift organizations. 

The fourth paragraph requires prior approval by the Home Loan 
Bank Board for the removal of a branch of a Federal savings and 
loan association from one location to another. 

The fifth and sixth paragraphs contain definitions of the terms 
‘branch” and “State savings and loan association” respectively, as 
those terms are used in the bill. 


CHANGES IN EXISTING LAW IN COMPLIANCE WITH THE CORDON RULE 


In compliance with subsection (4) of the rule XXLX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SUBSECTION (E) Section 5 or THE Home Owners’ Loan Act or 1933, AS AMENDED 
121 i. S. C., Sec. 1464 

(¢) Qualifications of incorporators; selection of localities for establishment 

(1) Nocharter shall be granted except to persons of good character and responsi- 
bility, nor unless in the judgment of the Board a necessity exists for such an insti- 
tution in the community to be served, nor unless there is a reasonable probability 
of its usefulness and success, nor unless the same can be established without undue 
injury to properly conducted existing local thrift and home-financing institutions 


(2) An association may retain or establish and operate a branch or branches unde 
the following conditions 
A) An association may retain and operate such branch or branches as it may har 


in overation on the effective daie of this paragraph, the establishment and operation 
of which had been approved by the Home Loan Bank Board 

b) /f, after the effective date of this paragraph, a State savings and loan assoctatior 
1s converted into or consolidated with a Federal savings and loan association, or if t 
or more Federal savings and loan associations are consolidated, such converted o 
solidated association may, with respect to any of the associations, retain and operate 
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any of thetr branches which are in lawful operation on the date of such conversion or 
consolidation. 

(C) An association may, with the approval of the Home Loan Bank Board, establish 
and operate new branches within the State in which the home office of such association 
is situated, if such establishment and operation are at the time expressly authorized to 
State savings and loan associations or mutual savings banks by the law of the State in 
question, or, in the absence of any such law, if such establishment and operation are 
at the time tn conformity with the practice within the State with respect to branches of 
State savings and loan associations or mutual savings banks, except that no approval 
of the State authority having supervision over State savings and loan associations or 
mutual savings banks shall be required, and such new branches shall be subject to the 
same restrictions as to number and location imposed by the law of the State or the 
practice within the State with respect to branches of State savings and loan associations 
or mutual savings banks. No branch of any Federal savings and loan association 
shall be established outside the State in which its home office is located. The Home 
Loan Bank Board shall, before approving or disapproving an application of a Federal 
savings and loan association to establish and operate a branch, give consideration to 
the same requirements as are set forth in this subsection with respect to the granting 
of charters of Federal savings and loan associations. 

(D) No branch of any Federal savings and loan association shall be established or 
moved from one location to another without the prior consent and approval of the 
Home Loan Bank Board. 

(EF) The term “branch” as used in this subsection shall be held to include any 
branch savings and loan association, branch office, branch agency, additional office, 
or any branch place of business located in an y State o7 Territory of the United States 
or in the District of Columbia at which shares are issued, sold, withdrawn, re paid or 
repurchased, or money is lent, or dues or dividends are paid or credited, or any other 


savings and loan business is carried on. 


(F) The words ‘State savings and loan association” or “State savings and loan 
association es as used in thas s ibsect on, shall be held to include savings and loan 


associations, building and loan associations, cooperative banks, and homestead as- 


sociations organized and operated according to the laws of the State, District, or 
Territoru in which they are chartered or organized, 





